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FOREWORD 

1.  This "KOREAN DEFENSE OFFSET PROGRAM GUIDELINES"

   (hereinafter referred to as "The Guidelines") is issued under the primary

   regulation of the Ministry of National Defense ("MND") or applying to all

   the offset programs, and replaces January 1999 edition.

2. Any offset performances being carried out at the time of The Guidelines
    effective date is considered as governed by The Guidelines.

3.  The major contents of the revised guidelines are

a. To apply the offset program to contracts amounting less than $10

million based on the MND’s policy.

b. To specify the offset priorities in offset requirements and to select the

priorities by the MND depending on each offset program.

c. To send the RFP including offset requirements to the foreign contracts

by the MND.

d. To change the name of the offset MOA with the Offset Contract.

4.  All such related documents as Offset Contract (attached Proposal),

   Performance Report, and so forth must be prepared in the standard forms as 
   included in The Guidelines for the purpose of offset computerization.

5.  The Program preferentially gearing for encouragement of acquiring

    the state-of-the-art technology and exporting components and parts of the 
    equipment requires aggressive and voluntary participation of the concerned 
    organizations as well as the contractors due to comparatively long lead

   time requirement in negotiation and implementation of the offset

   program(“The Program”).
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    CHAPTER I. PURPOSE, SCOPE, DEFINITIONS

1. PURPOSE

   The Guidelines is established as a supplementary basis of the MND

   Offset Directives prepared under "the Special Laws and Regulations on 

   the Defense Industrial Base" and "National Defense Acquisition
   Regulation" in order for providing a legal  basis for the overall offset

   management.

2. SCOPE OF APPLICATION 

   a. All organizations related including domestic and foreign companies

      participating in The Program will be governed by The Guidelines.

   b. In practical application, the MND Offset Directives ("Directives") take

     first priority and The Guidelines rule in details within the Directives.

3. DEFINITIONS 

   The terms used in The Guidelines are defined in "Annex I" herein.

               CHAPTER II. GENERAL 

4. BASIC POLICIES

a. The Offset occurs when Research and Development project, Direct

Foreign Procurement(FMS applies only to participating contractor over 

10 million  U.S.Dollars worth) and License Production amounting 10

million U.S. Dollars worth or more.  But offset programs will be applied

to any contract amounting less than 10 million U.S.Dollars worth based on 

the MND’s policy.

b. Acquisition of the state-of-the-art technologies and export of manufacturing 

parts of the acquired equipment must be in the top priority of The Program,

pacing with the reflection of MND’s offset requirement and the offset ration, 

in principle, will be more than 30% of The Contract amount.

   c. In no case The Program will be an influential factor to price increase 

     of The Contract.
d. The contractor shall recognize that the more points he gets in the offset 

evaluation, the greater advantage he may have in the final selection 

of the weapon system.

   e. All related agencies actively participate in the offset program to 

     achieve the offset policy.

5. CLASSIFICATION OF THE PROGRAM

  The Offset is classified by "Direct Offset and Indirect Offset".

6. OFFSET ACQUISITION PRIORITIES
   The offset will be acquired in consideration of the following priorities

   and the MND will select the priorities based on the characteristic of The Contract

   and specify them in the offset requirements.

a. To acquire the state-of-the-art technologies.

    b. To acquire depot maintenance technology, facilities, equipment, tools 

      for each service.

    c. To receive upgrade of weapon systems which are operating in each service.

    d. To provide opportunities of manufacturing and exporting components and parts

 of the acquired equipment(“The Equipment”)

e. To export Defense Industrial Products(“DIP”)

f. To acquire foreign maintenance works.

g. To acquire the military related technology  exlcluding the state-of-the-art 
technologies.

h. To obtain opportunities of joint participation in the major R&D projects.

i. To provide opportunities of manufacturing and exporting commercial items.

j. To obtain other benefits which may contribute to the national interests.

7. INTEGRATION OF THE PROJECTS

  In the event that the total projected amount exceeds 10 million U.S. dollars

  when integrating the requirements from each service including projects of

the Agency for Defense Development ("ADD"), the DPA will prepare and 

implement its own plan in accordance with The Guidelines after reporting the

  plan to the MND.

8. RESTRICTIONS

  a. The contractual party of The Program is limited only to the main

     contractor ("Contractor") of the project.

  b. Any agency or company not selected for participation under The

    Guidelines may not become a party of The Program.

  c. Commodities traded through the Foreign Trade law and regulations 

    shall not be recognized as the offset performance.

  d. The following will be excluded from the part of The Program.

     (1) Concurrent Spare Parts ("CSP")

     (2) Installation support and Warranty

     (3) ILS plan

     (4) Logistics Support Analysis ("LSA") and RAM specification

     (5) Manuals for user, unit, and intermediate level in Operation

        and Maintenance ("O&M")

     (6) Supply manuals and specification

     (7) Supplemental aids, test and support equipment, tools for field

        maintenance.

     (8) Training and education for O&M and the degree programs(Master's

        and Doctor's) .

     (9) Others generally relating to operation of the equipment

               CHAPTER III. PROCEDURES

9.  RECEIVING THE PROPOSAL AND NEGOTIATION INSTRUCTION

   a. The MND will insert offset requirements determinded by the MND

     into the RFP which shall be forwarded to the foreign contractors.

   b. The MND will send the negotiation instructions and proposal to the

     DPA..

 10. KOREAN INDUSTRY PARTICIPATION ("KIP")SELECTION

   a.  The DPA will select a single KIP through review of the DPAOC and 

       submit the result of KIP selection to the MND.

      (This procedure will apply to selection of the agency concerned)

   b. The DPA will notify the Contractor and the KIP(s) (hereinafter

      comprehensively included the Participating agency) of the KIP

      selection, and put forward the proposal to the KIP for preparation of

      negotiation.

11. LICENSE PRODUCTION and R & D

    The following conditions should be included in the related contract.

      a. "(Name of foreign contractor)" proposes and implements more than

         30% offset of the estimated contract amount and established an 

         offset P-Bond in favor of the DPA in a definite sum to 10%of the

         agreed offset value, which continues to be valid until 90dyas after

         the expiration of the offset implementation period.

      b. The DPA is entitled to confiscate the P-BOND in a definite sum

        equal to 10% of the unfulfilled value when "(Name of foreign contractor)"

        failed to perform its reponsibilities and obligations as agreed.

12. RECEIVING OFFSET CONTRACT (DRAFT)

    a. The contractor shall submit the Offset Contract(Draft)with the attached

      proposal("Annex 2 or 2-1”), to the DPA, which includes; 

       (1) The Contract amount (estimated) and performance period   

       (2) Offset value, percentage rate, and schedule

       (3) Obligations and understandings such as offset P-Bond, 

          performance conditions, etc.

       (4) Rights related to ownership of the technology to be transferred  

       (5) Implementation schedule by year

       (6) Synopsis of the Proposal

       (7) Detailed implementation plan by classification(Direct/Indirect)

       (8) Quotation of The Contract (one copy)

       (9) Application for Visit Approval to the DPA including required date 

          for negotiation

       (10) Power of Attorney authorizing negotiation and signing the

           agreement

       (11) Two(2) photos (12x10cm) of the equipment for the negotiation

           report

       (12) Two(2) copies of diagrams or drawings indicating technology

           transfer(size will be provided by the DPA at the time of

           negotiation)

13. OFFSET MEMORANDUM OF UNDERSTANDING (OFFSET "MOU") AND

   TECHNICAL ASSISTANCE AGREEMENT ("TAA")      

    The Contractor shall conclude Offset MOU ("Annex 3") and TAA or 

    subcontract with the related party(ies) within the designated date.

14. OFFSET TERMS AND CONDITIONS

    a. The performance period of The Program shall, in principle, be within

      that of The Contract, and be carried out under the time frame.

    b. All related technologies and equipment will be furnished free

      of charge, and technologies will be delivered in digitized medium

      such as floppy disk, CD-ROM, etc.

    c. In the event the offset program relates to equipment which has been

      selected as a new weapons system, a contractual clause stating that

      subsequent orders shall be made at least to the same percentage as

      the current the Program must be included in the Offset Contract.

    d. The agreed total offset value may be proportionately increased by

      mutual consent if The Contract amount is amended due to quantity

      change after the Offset Contract date,  But no amendment will be 

      made on the  agreed  offset  value agreed when The Contract amount is
      rather decreased due to the Contractor's price change without quantity's 

      change.

    e. The Contractor is required to implement The Program as agreed with
      bona-fide sincerity and integrity as set forth in the Offset Contract and 
      The Guidelines. If any changes are inevitably necessary for the Offset

      Contract, the Contractor may alter or substitute the item(s) by the DPA's 
      prior approval with product(s), component(s), or assembly(ies) in similar 
      grade as the original obligation remains unaffected.

    f. Offset implementation shall commence from the effective date of the

      Offset Contract, unless the DPA approves prior commencement under any

      unavoidable circumstances.

    g. Any items included in The Contract may not be accepted as offset

      item.

    h. Any terms and conditions of The Contract not specified in the Offset

      Contract will be applied to The Program as well.

    i. The Offset Contract will come into effect on the date of The Contract and 
      the Offset Contract's effectiveness.

    j. The Offset Contract will include articles regarding P-Bond, commodity 

      management under The Program, etc.
15. REVIEW OF OFFSET TERMS AND CONDITIONS 

    a. Upon receipt of the Offset Contract from the Contractor, the DPA will  
      review it in consideration of the following criteria.

      (1) Basic policies

      (2) Requirements

      (3) Standard Offset Contract and Proposal 

      (4) Appropriateness of items, quantity, price, and performance

         period including reasonableness of the conditions

      (5) Technology effectiveness

      (6) Offset MOUs among the Contractor, each service, and agency(ies) related

      (7) Proposal which is subject to The Contract in its contents.

      (8) Compliance with the relevant laws and regulations.

    b. The Offset Contract will be reviewed by legal officer, who may take part in

       the negotiation if required, of the General Counseling Office, DPA.

16. TECHNOLOGY EVALUATION 

    a. The DPA will put forward the Proposal of the Contractor to the ADD

      for technology evaluation.

    b. The ADD will conduct the evaluation to determine appropriateness of

      the technology including its value, and prepare and notify the DPA

      of a Technology Evaluation Report within the designated date.
17. NEGOTIATION

    a. The DPA will negotiate with the Contractor by reviewing and

       scrutinizing the Contract conditions and Proposal as provided, and may 
       invite the concerned personnel from each service, ADD, Defense Quality

       Assurance Agency (DQAA), KIP, and the related agencies("The

       Agency") to the negotiation process. 

    b. The ADD may negotiate with the Contractor for the purpose of its

       evaluation related to The Program judging technology needs and

       appropriateness.

    c. The DPA will put the acquisition of the state-of-the-art technology

       and export of manufacturing parts of the acquired equipment  into 
        the highest priority in The Program  pacing with the reflection of MND’s

       offset requirements and will acquire rather new  items than components

       and parts which domestic industry has maintained production bases so

       that more improvement of home-manufacturing and ILS capability are 

      accomplished for the equipment.
   d. If contractosrs propose contents which are not included in the MND’s

 offset requirements in the proposal, DPA cannot accept them as the 

 offset without the MND’s approval.

   e.If a mutual agreement is satisfactorily achived, The DPA will then

sign the Offset Contract on the premise that “it shall not be valid

unless the official approval of The Program is made.”
   f  The Contractor shall submit to the DPA two(2) copies of the Offset Contract

      signed after negotiation and 3 copies of offset MOUs made with the Agency 

      and KIP(s) in accordance with the Offset Contract.

18. INFLUENCES ON THE WEAPON SYSTEM SELECTION 

    The MND, each service, and The Agency (hereinafter referred to as

     "Concerned Authority") will take the Offset Contract as a basis of its 
     evaluation in the weapon system selection.

19. REFLECTING NEGOTIATION ON THE MAIN CONTRACT
   ("THE CONTRACT")

    The Offset Contract with the attached proposal shall be part of The Contract.

20. OFFSET IMPLEMENTATION

    When the Offset Contract becomes effective, the foreign contractor shall

    perform its offset obligations in accordance with relevant ROKG regulations 
    and this guidelines.

21. EVALUATION OF THE NEGOTIATION RESULTS   

    The Concerned Authority will analyze, evaluate the followings upon

    receipt of the negotiation results from the DPA, and reflect it on its work

    process.

     a. Goal accomplishment 

     b. Technology level, total value, and performance period

     c. Feasibility and efficiency of the Proposal

     d. Degree of Requirement fulfillment 

     e. Industrial and economic influences

     f. Compliance with the law and regulations

     g. Others necessary to consider

   CHAPTER Ⅳ.  CRITERIA AND EVALUATION 

 22. VALUE ASSESSMENT CRITERIA

    The offset value will be assessed on the basis of the following criteria.

    a. Acquisition of the state-of-the-art technology 

      (1) Technology transfer related to the production program

(a) Not acceptable in principle, unless the production is done
   without technology transfer which includes know-how,

             technical data package ("TDP"), technical training, technical

             assistance, etc.  Even if acceptable, total value is limited to

             15% of sales price of the production as mutually agreed.

          (b) Any case not applicable the above (a) due to insufficient

             p                                                                                                                                                                                                                                                                                                                        roduction in quantity and amount may accept such actually

             occurred expenses as TDP, technical training, technical

             assistance, etc. within the scope of value mutually agreed,
             provided that no separate technology transfer fee("The Fee") 

             is allowed.

          (c) Any item paid for The Fee or License fee may not be accepted

             as offset value and the former must be only one time

             application meaning that no multiple use may be allowed.

      (2) Technology transfer not related to the production program

          (a) The common considerations in value evaluating for technology

             transfer not related to the production program are as follows;

            1) Acquired technology ("Technology") level in the classification

               and its essentiality.

            2) Current domestic Technology level and future prospects after

               acquisition.

            3) Estimated cost of the foreign procurement for the  technology,

               or of in-country development.

            4) Any technology traded between the third countries though

              offset agreement may be accepted as it was in value, and 

              be adjusted with inflation.

          (b) Any technology rather commercially traded between the

             third countries than offset will be accepted within twofold

             of the actual transaction.

          (c) Any technology not traded through commercial  transaction or

             offset will be accepted by mutual  agreement on the basis of the

             ADD evaluation.

          (d) Actual expenses related to travel, per diem, wages, etc. for

             technical assistance and technical training may be accepted

             as the offset value.

             However the expenditures for negotiation shall not be part of 

             the value acceptable. 

    b. Production by KIP subcontracting 

          The offset value will be determined on a case-by-case basis by

          the subcontracting value agreed upon between the Contractor

          and the KIP, provided that domestic requirement included in the

          License Production Plan is excluded.

    c.  Export of DIP

          The total export contract amount will be accepted as offset value.

    d.  Foreign maintenance works

          Any maintenance works proposed as to be carried out by 

          in-country order will be accepted to the extent of actually

          occurred value added.

    e.  Grant-type contributions (Equipment, etc.)

          Facilities, equipment, tools, etc. required for major equipment

          development and production (except license production) will be

          accepted by mutual agreement within twofold of the value

          according to the degree of essential requirement. In case when

          the Contractor provides essential equipment by purchasing, 

          the value acceptable may be determined within fivefold of the 

          amount the Contractor paid.

    f.  Lease without compensation 

        Equipment, tools, etc. necessary for major equipment development

        and production, if leased without compensation, will be accepted

        within historical charges for lease with other country(ies) or by

        mutual agreement.

    g.  Foreign Investment 

         In no event any investment by the Contractor into KIP will be

         accepted.

    h. Miscellaneous 

        Any other cases, whether to accept, may be reviewed on a

        case-by-case basis in light of the national interests.

 23. CATEGORY CLASSIFICATION  AND POINT ASSIGNMENT CRITERIA

    a.The offset will be categorized by 5 classes as enumerated hereunder in 

      terms of its essentiality.

	           Proposals 
	  Categories
	  Weighted

   Value

	 . MND Requirement #1 in priority

      (National Priority)
	       A  
	      6 

	 . MND Requirement #2 in priority

      (Priority)
	       B
	      4

	 . MND Requirement #3 in priority

      (Desirability)
	       C
	      3

	 . . MND Requirement #4 in priority

      (Acceptable Status)
	       D
	      2

	 . . MND Requirement #5 in priority

      (Additional Requirement Status)
	       E
	      1


  b. The offset requirement will be categorized in conformity with the above

    category classification(point assignment criteria)

24. EVALUATION FORMULA

  a. The evaluation result will be appeared in a numeric point in accordance

    with the following formula, and must reach 100 points or more to be

    a passed proposal.

	[image: image1.wmf]S

          

   MND goal (30% of contract amount) x desired weighted value(CATEGORY "C": 3)    


  b. The weighted performance period as specified above "a" will be

    calculated by following methods.

                                           offset implementation period 

                                              main contract period 

25. DPA OFFSET COMMITTEE ("DPAOC")

    The DPA will establish the offset committee in order for reviewing,

    coordinating the offset related matters as follows;

      (1) Legal compliance of negotiation results and evaluation

      (2) Selection of the Agency and KIP

      (3) Banking Credit and confiscation of the P-Bond

      (4) Restrictions on the offset participation 

      (5) Exemption from The Program 

      (6) Assets management acquired from The Program

      (7) Others relating to Offset

     CHAPTER V. FOLLOW-ON MANAGEMENT 

26. OFFSET IMPLEMENTATION MANAGEMENT 

   a. The Contractor

    (1) The Contractor has a responsibility to faithfully perform offset

        obligations as set forth in the laws and regulations concerned

        prevailing at the time of the Offset Contract date, and shall submit a 
        Quarterly Implementation Report("Annex  5") in written to the DPA 

    (2) The Contractor shall provide the DPA with a detailed performance

        plan for the following year within the end of November, every year.

   b. The DPA will review the Quarterly Reports as specified in the above

     "a" in terms of its consistency, and, upon approval, notify such

     concerned parties as contracting department, The Agency, and the

     Contractor of confirmation for offset implementation.

   c. The documentary evidences for the implementation required to support

     the Reports (above "a" ) in the form of attachment are as follows;
      (1) In case when the Contractor purchases DIP; 

         . Contractor : Letter of Credit(L/C) or Import License(I/L) 
                     proving the purchase.

         . KIP :  Export License (E/L) or Delivery Certification, Commercial

                Invoice(C/I) and Bill of Lading(B/L; duplicate acceptable)

                proving the export.

      (2) In case when the Contractor provides TDP, tools, and others

         whether material or immaterial;

         . Contractor: E/L proving the tender

         . KIP: documentary certificate proving the acceptance

      (3) In case when the Contractor imports manufactured parts or general

         commodities; 

         . Contractor/KIP: L/C, E/L, B/L, C/I proving the shipment made

          under offset agreement.

27. EXPORT OF THE DEFENSE INDUSTRIAL PRODUCTS(“DIP”)

    In the event the Contractor imports the DIP, the KIP will obtain export

    license through the Korea Defense Industry Association.

28. BANKING CREDIT 

    If an item jointly manufactured by the Contractor and KIP under direct

    offset has never been produced before in Korea and is expected to create

    excessive performance of the offset obligation, the Contractor may

    accumulate the excess with the DPA's prior approval and propose it

    as offset credit for the follow-on project of the same item, provided that

    use of the accumulation limits to the period of 5 years and to the case 

    when equipment name, item description, and value are specified in the

    proposal and the Offset Contract for the follow-on project.

29. ESTABLISHMENT AND CONFISCATION OF THE  

   PERFORMANCE BOND(P-BOND)

   a. The Contractor must establish a P-Bond in favor of the DPA for the

      assurance of offset implementation.   

      For the direct commercial procurement, The Contractor may not

      establish  a separate P-Bond, but share the necessary assurance with
      the P-Bond of The Contract unless offset P-Bond value exceeds that

      of The Contract(If excessive, a separate P-Bond for the excess

      amount is required).

   b. For the procurement by R & D, License Production, and Government

     -to-Government contract, the Contractor shall establish, after the

     Offset Contract becomes effective, a separate P-Bond in favor  of the DPA 

     in a definite sum equal to 10% of the total offset value in the form of Stand-by 

     L/C, Bank Guarantee, or Corporate Guarantee which continue to be valid until 

     the expiration of 90days after the offset fulfillment.

30. CHANGE OF IMPLEMENTATION CONDITIONS

   a. In the event that the Contractor fail to fulfill its offset obligations in

     time, the DPA may, despite the preceding "29 c", change the
     implementation conditions prior one(1) month to the termination of

     the offset performance by considering national interests, opinions or

     recommendations from the concerned parties including KIP and

     DPAOC's decision.

   b. The DPA will extend the offset performance period as above "a" in

      reasonable manner for complete implementation, and may include

      additional increments of the unfulfilled value.

      (1) For extension of 6 months or less: 10% increment

      (2) For extension of 6 months through 12 months: 20% increment  

      (3) For extension of 12 months or more: 10% increment every year

31. DEBARMENT FROM PARTICIPATING IN THE PROGRAM 

   a. The DPA will debar any entity bringing about the following case from

     participating in The Program and specify the debarment in the Offset Contract. 

     (1) Infringement on the security regulations or raising diplomatic 

        troubles.

     (2) Causing delay or refusal in making Offset Contract, subcontracting or TAA

        and nor implementing offset obligations without due reason.

     (3) Withdrawing KIP status due to economic reason after TAA or

         purchase contract with the Contractor.

     (4) Creating critical disorder of The Program.

   b. The DPA will inform the concerned parties of the debarment ,without

      undue delay, including company name, details and date of the action. 

32. COMPLETION REPORT 

    The Contract shall report to the DPA on the fulfillment of offset

    obligations with appropriate evidences within 1 month after the

    completion.

       CHAPTER VI. SUPPLEMENTARY PROVISIONS   

33. INDUSTRIAL PROPRIETARY RIGHTS PROTECTION 

    All agencies concerned will protect the technology transferred from the

    Contractor in accordance with the related laws and  regulations including

    the Patent Law.

34. SECURITY MAINTENANCE

    The DPA, if necessary, takes a Pledge of Secrecy from all participants

    prior to the negotiation in compliance with the security related regulations.

35. RELATION WITH OTHER REGULATIONS

    The Guidelines will take precedence of the other regulations if any

    conflicts occur.

36. EFFECTIVENESS

   The Guidelines will come into effect on the date of issuance( December 31, 

   1999)

 Appendix 1
DEFINITION

1. Aerospace Industry Development Program (AIDP)

   The AIDP is a specific proposal made by a foreign contractor regarding 

   the extent of aid and support is prepared to provide to the Korean aero- 

   space industry involved in the KFP program. This terminology is applied
   to all contracts involving aerospace technology.

2. Attainment of Foreign Repair Equipment

   Attainment of Foreign Repair Equipment involves a domestic company

   participating in the maintenance of equipment or facilities in the
   possession of foreign governments or companies. The domestic

   company may gain such participation by either becoming the foreign
   contractor's subcontractor Or entering into a contract directly with the
   foreign governments. In the latter case, the foreign contractor must
   submit documents evidencing its relationship with the foreign
   government and contractor's efforts in helping the domestic company's
   efforts to attain the repair equipment, and the results achieved.

3. Buy-Back

   Buy-Back refers to the domestic company exporting manufactured    

   components, parts and commercial items to the foreign contractor or a third 
   country, after having received the technology from the foreign contractor. Also it 

   refers to the export of Defense Industrial Products and Government 

   Recommendation Items.

 4. Banking Credit

   In the event the domestic company participates in the manufacture of
   commodities that have never been manufactured in Korea before and
   the value of the KIP goods(restricted to direct offset) exceeds offset
   program goals, prior approval of the DPA shall be obtained and the
   differential value shall be credited to the foreign contractor for future
   contracts.

5. Defense Industrial Product(DIP)

   The DIP is those goods that are defined in, or conform to, the Defense 

   Industry Special Administration Law, Second Article. Such goods inclu
   -de goods used exclusively for military purposes (includes those goods
   that are put to military use by the purchasing country),goods that are
   required for military secret purposes, and other goods that have the cha
   -racteristics of a weapons system and are likely to be appointed defense

   defense industrial product In the future．

6. Direct Offset

   Direct Offset involves transfers of technology or the export of parts
   directly related to the military equipment or materials procured from 

   the foreign contractor.

7. Direct Purchase

   Direct Purchase is a form of weapons system acquisition process and
   direct purchasing from aboard either in complete systems or in parts

   that  have been developed and manufactured in a foreign country. This
   can be categorized into FMS purchasing and commercial purchasing, 

   according to the purchasing sources.

8. Effective Date

   Effective Date of Offset Contract will be valid from the date of the last to occur
   between effective date of main contract and signing of the Offset Contract
   by the both parties.

9. Eligible Party

   Eligible Party is defined as a party who has the proper authority and

   responsibility for performing the offset obligations after the main
   contract has become effective

10.Indirect Offset

   Indirect Offset involves transfer of technology or the export of parts
   directly unrelated to the acquired military equipment or materials from 

   the foreign contractor.

11.Integrated Logistics Support-Plan (ILS-P)

   The ILS-P refers to the performance of Integrated Logistics Support
   duties, the maintenance of the overall plan and the needs of the ILS,
   duties to be fulfilled regarding acquisitions, duties of the supervisory 

   and concerned departments, detailed daily plans and budgets for the 

   achievement of duties, evaluation of tests and logistics support analysis
   plan.

12.Korean Industry Participation(KIP)

The KIP is the participation of a Korean company in the manufacturing, 
maintenance, R&D, processes related to the offset program.  More

specially, the Korean company receives the technology from foreign 

contractor and manufactures unique goods. The KIP is to be differentiated 

from subcontract production and counter purchase.

13.Localization Ratio is a percentage that is calculated by the following 

   equation:



    Total Localization Ratio = 

                                        

     T.A.C = Total Acquisition Cost 

     T.F.C.E = Total Foreign Currency Expenditure, which include cost of

               raw materials needed to manufacture the equipment 

               purchased and the cost importing foreign technologies.


a. Component Localization Ratio =
     D.M.C = Direct Manufacturing Cost

     D.M.C means material costs, direct labor cost, simple direct
           expenses.

14. Main Contract

    Main Contract is the basis for offset obligations. The terms of this 

    contract shall apply to details and conditions not specified In the

    Offset Contract.
15. Offset Contract

    The Offset Contract is a document detailing the obligations and

    understandings necessary for the execution of the offset program

    between the DPA and the foreign contractor.

16. Offset Memorandum of Understanding (Offset MOU)

    The Offset MOU is a document specifying the rights and obligation between
    the foreign contractor and the domestic company regarding the offset credit.

17. Offset Program

    Offset Program is technology transfer, buy-back or other forms of

    compensation provided to the Republic of Korea in exchange for the

    equipment, material or services acquired by the Government of the

    Republic of Korea. There are two district categories of the offset    

    program: "Direct and Indirect."
18. Offset Proposal

    Offset Proposal is a document in which the foreign contractor outlines 

    its plan for executing the offset programs.
19. Offset Requirements

    Offset Requirements are documents in which the MND requests 

    foreign contractor to provide categories of manufacture and technology

    transfer proposed during the negotiation.

20. Offset Value and Actual Value

    Offset value is the value obtained on the basis of the proposal for 

    offset programs made by the foreign contractor which is evaluated in 

    accordance with the value assessment standards set forward in this

    guidelines. And the actual value is the price actually required in con-

    cluding the transaction.

21. Offset Assets

    Offset Assets refer to technical data, equipment and tools etc. acquired

    by the DPA from a foreign contractor free of charge.  The ROK retains

    the rights to use the offset assets.

22. Request For Proposal (RFP)

    The RFP is a document issued by the DPA to foreign contractors

    requesting their offset proposals.

23. Selection of Weapons Systems

    Selection of Weapons Systems is a procedure of selecting particular 

    weapon systems. The criteria of this selection procedure of weapons 

    systems are equipment capabilities price, offset conditions, follow-up 

    logistics support and terms and conditions of the contract.

    The selection of the weapons systems shall be done by the Acquisition 

    Planning Manager, each branch of the military and military units 

    under the direct control of the MND.
 24. Technical Assistance

    Technical Assistance is the transfer of technology conducted by a   

    technician sent by the foreign contractor, who resides in Korea for the 

    designated period, teaches such technology to the necessary personnel 

    from the military, the ADD and domestic companies.

25. Technical Data

    Technical Data includes Technical Data Package(TDP), Technical

    Information (TI), Technical Manuals(TM) and Technical Specification

    (TS) needed for the purpose of Integrating the production, manufacture

    and procurement of special technological knowledge and skills related

    to military equipment and services.

26. Technology Transfer

    Technology Transfer shall refer to new technology transfers such as 

    intellectual property rights, enforcement rights of the intellectual 

    property, technical data that the government of the R.O.K does not 

    possess.

27. Training

    Training involves the necessary personnel from the concerned branch 

    of the military, the Agency for Defense Development(ADD) and 

    domestic companies receiving training in a foreign country at the    

    expense of the foreign contractor.

28. Subcontract and Technical Assistance Agreement(TAA)

    The TAA is a document enter into for the performance of the offset

    program. Its contents include specific conditions dealing with        

    technology transfer, including the use of the transferred technology  

    for the manufacture of goods.

    Also, subcontract is a contract between the foreign contractor and the  

    domestic company involved which is drawn up for the purpose of

    offset obligations and fulfillment.

29. Weapons Systems Effectiveness and Cost Analysis Technique

    Weapons Systems Effectiveness and Cost Analysis shall be done

    using various quantitative and qualitative methods.

Appendix 2
OFFSET CONTRACT

FOR COMMERCIAL PURCHASE
BETWEEN

DEFENSE PROCUREMENT AGENCY,

THE MINISTRY OF NATIONAL DEFENSE

REPUBLIC OF KOREA

AND

RELATED PROJECT         :                        

CONTRACT NUMBER        :                         

CONTRACTOR'S ADDRESS  :                        

PHONE NUMBER            :                         

FAX NUMBER               :                         
This Offset Contract with the attached offset proposal is made between the 
Defense Procurement Agency of the Ministry of National the Defense, Republic of 
Korea (hereinafter referred to as "DPA")  and (X Co.) (hereinafter referred to as "        
") related to the (X Project, DPA Contract No. :                 )

Representative of DPA               Representative of 
MND, ROK                         (X Co.)

Signature                          Signature                          
Full Name                         Full Name                          
Title                                 Title                                  

Date                              Date                               
                      Ⅰ. OFFSET TERMS AND CONDITIONS

1. Definitions of Terms

   The definitions of terms which are used in this Offset Contract such as "Direct 

   Offset", "Indirect Offset" and "Eligible Party", etc. shall be in  accordance

   with the definitions set forth in the "Korean Defense Offset Program 

   Guidelines December 1999" published by the DPA.

2. Eligible Party

   Eligible party that can execute the offset commitment is restricted to (X Co.)

   itself. 

3. Proprietary Rights of to use Technology Transfer and Technical

  Data

   A.(X Co.) shall provide the Korean company and /or agency with the

     technology, know-how, technical assistance and technical training 

     necessary for the execution of the offset program. 

   B. All proprietary and other rights to use of the technology and technical 

     data, etc. transferred to the domestic company and/or agency 

     by(X Co.) shall belong to the government of the Republic of Korea.
   C. All transferred technology and technical data will be delivered in

     digitized medium such as floppy disk, CD-ROM, etc.

4. Supply of Raw Materials

   If Korean companies request, (X Co.)shall supply all raw materials

   and fittings required for the manufacture of the offset items.

   In this case, the offset value may be determined by mutual agreement

   of the parties. 

5. Quality Assurance, Proprietary Rights of the Test Equipment and 

   Special Tools, Etc.

   Any test equipment and special tools, etc. offered by(X Co.)under

   this Offset Contract shall be new and/or usable products suitable in all respects 

   of the end-user's purpose, and the proprietary right of those products 

   shall belong to the government of the Republic of Korea.

6. Transportation and Insurance Expenses

   The risk and expenses for transportation and insurance of the technology,
   facilities, equipment, special tools, etc. provided by (X Co.)in relation 
   to the execution of the Offset Contract and proposal must be borne by (X Co.) 
   until its deliver to the end-user in the Republic of Korea.

7. Obligation Regarding Succeeding Projects

   In the event (X project) has been selected as a new weapons system, 

   (X Co.) must propose at least the same percentage of offset commitments
   for future projects as agreed under this project.

8. Performance Bond

   (X Co.) shall establish an offset performance bond in a definite sum    

   equivalent to ten (10) percent of the overall offset value within fifty     

   (50) days after the effective date of this Offset contract. Such offset performance   

   bond shall be established with the DPA as the beneficiary in the form of an

   irrevocable stand-by L/C and shall be valid until ninety(90)days after the

   expiration date of offset performance period.
9. Items Included in the Main Contract

   Any items included in the main contract shall not be accepted as

   offset items.

10. Subcontract and Technical Assistance Agreement (TAA)

   In the event subcontract and/or TAA is required,(X Co.) shall prepare

   them within (  ) months from the effective date of this Offset Contract.
11. Advance Performance

   Any offset performance without the prior approval of the DPA is not allowed. 

   However, in the event there are compelling reasons to perform in advance,
   a prior written approval of the DPA must be obtained.

12. Amendment of Offset Contract.
   A.This Offset contract may be amended according to the standard procedures

     and agreements of both parties.

   B.If the scope of the main contract is reduced or increased after

     acceptance of the Offset Contract, the offset commitment may be
     proportionally reduced or increased by mutual agreement.

     However, in the event the changes in the main contract amount are

     not related to changes in the quantity and /or item but are related to

     price adjustments by the foreign company, the agreed offset value

     shall not be changed.

13. Change of Proposal

   (X Co.)shall faithfully execute offset obligations according to the

   Guidelines and the Offset Contract with the attached Offset Proposal.
   However, in the event compelling reasons arise which require a change in the 

   proposal during performance of the offset program,(X Co.) may change and/or 

   substitute products components, assembly parts, etc. assigned to the similar 
   classified categories in the proposal after prior approval from the DPA (2 months 
   before) so far as the overall value is not affected. In this case, the conditions with 
   regards to the increased obligation amount shall be determined by mutual 
   agreement.

14. Performance Report

    A. (X Co.) shall be responsible for faithful fulfillment of offset

       obligation and must submit a written report every three (3) months

       to the DPA indicating all offset achievements under the offset program. 

       (X Co.)must attach the Invoice, duplicates of the B/L and any other  

       related documents requested by the DPA to the performance report.

    B. The DPA shall only accept the irrevocable stand-by letter of credit,

       invoice and duplicates of B/L regarding the exported items which

       state "these items are exported under the offset program."

    C. (X Co.) shall submit to the DPA a detailed implementation plan

       for the following year by the end of November of each year, In this 

       case, it may be submitted with the quarterly implementation report  

       prior to the end of November.

15. Assignment

   (X Co.) shall not assign, transfer this Offset Contract, its right or obligations 

   to any third party without prior written consent of the DPA.  

16. Unfulfilled Obligation

   If (X Co.) does not achieve its offset commitments within the agreed

   period, the DPA will be entitled to confiscate from the offset performance

   bond (or the main contract performance bond) an amount equivalent

   to ten (10) percent of the unfulfilled portion of the offset commitment. 
17. Effective Date

   This Offset Contract shall be valid as of the effective date of the main
   contract or the date of signature of this Offset Contract by both parties, 

   whichever is last to occur.

18. Restriction

   The DPA may restrict(X Co.)if it engages in any of the followings: 

    A. Causing diplomatic problems and/or violating military security

       regulations.

    B. Negotiating offset program with domestic companies without the

       approval of the DPA.

    C. Not having submitted the Offset MOU, Subcontract and TAA, etc. within

       the agreed period of time without justified or compelling reasons.

    D. Companies which have caused a serious disorder in offset program.

19. Extension of offset guidelines

   The terms and conditions which are not stipulated in this Offset Contract 
   shall apply to the Korean Defense Offset Program Guidelines and the terms 
   and conditions of main contract.

20. English/Korean Version of Offset Contract
   Two(2) copies of Offset Contract shall be prepared in both the English and 

   Korean languages.
Ⅱ. OFFSET  IMPLEMENTATION  CONTENTS(PROPOSAL) 

1. Total Offset Value & Percentage

A. The quantities of equipment in main contract : SETS

                                           Monetary Unit :
	Division
	Amount
	%

	(Estimate)Contract Amount
	(USD)
	

	Offset

Amount
	Total
	
	

	
	Direct
	
	

	
	Indirect
	
	


*Note : 1. Percentage : 2digit decimal point

       2. (USD :       ) Use the exchange ratio at negotiation period

2. Period of Offset Implementation   

  A. The period of main contract :         months (From      to      )

  B. The period of offset         :         months (From      to      )

     * Note : leave the column (From      to      ), the DPA will fill 

            it up after L/C opening.

3. Annual Increments of Offset Obligation

                                                        Monetary Unit :   

	Year
	Total
	1st
	2st
	-

	Direct
	
	
	
	

	Indirect
	
	
	
	

	Total
	
	
	
	


* This annual increments of offset obligation may be adjusted by 

concerned parties' circumstance within the offset Implementation

Period.

4. Offset Summary

	Division
	Contents
	Value

	Direct

Offset


	 Transfer of Technology/Design Technology/

 Production Technology
	

	
	 Manufacturing

   a. Buy-Back

   b. Domestic Demand
	

	
	 Depot Maintenance Capability

   a. Technical Documents

   b. Training Technical Assistance
	

	
	 Provision of Equipment and Tool
	

	
	 Overseas Maintenance Opportunities
	

	
	 Others
	

	
	Subtotal
	

	 Indirect

   Offset


	 Technology Transfer 
	

	
	 Manufacturing(KIP)
	

	
	 Purchase of Korean Defense products
	

	
	 Others
	

	
	Subtotal
	

	
	Grand Total
	


5. Analysis of Offset Requirements

	Division
	Category
	MND’s Offset Requirements
	Remarks

(The reason for no acceptance)

	
	
	Contents
	Acceptance(yes/no)
	

	
	
	
	
	


6. Detailed Direct Offset Implementation Plan(expectation)

  A. Technology Transfer

     (1) Title of Technology

     (2) Content of Technology

        (Describe in detail development background, R&D cost and 

         Comparison with other country's technology)

     (3) Effectiveness : (Describe the expected effect when transferred)

     (4) Condition   : (the conditions whether the technologies shall 

                    belong to R.O.K Government and other 

                    restrictive condition)

     (5) Period of Implementation :       months(From      to        )
     (6) Implementing Method

        (Describe in detail Provision of TDP, Training, Technical 

         Assistance, etc)

     a. Technical Documents.

                                               Monetary Unit :   

	Description
	Use
	Unit
	No. of

Page
	Parties

Concerned
	Offset

Value
	Actual

Value
	EYC

	Total
	
	
	
	
	
	
	


* Submit the documentary evidence to prove the actual price.

       b. Overseas Training

	Course
	No. of

Instructor
	Period
	Training/

Material Cost
	Round Trip

 Expense
	Perdium
	Total
	EYC

	
	
	
	
	
	
	
	


    *The breakdown of calculation of training/material cost 

       c. Technical Assistance
	Division
	No. of

Assistant
	Period
	Location
	Assistant     Fee
	Round 

Trip

Expense
	Perdium
	Total
	EYC

	Total
	
	
	
	
	
	
	
	


    *Domestic training must be included in technical assistance and  

     breakdown of calculation of assistant fee.

B. Production Plan for Parts
     (1) Manufacturing (Production Program)

	Work

Contents
	Domestic

Export
	Q'ty
	Man 

Hour
	Unit

Price
	Amount
	EYC
	Local

Co.

	
	Domestic
	
	
	
	
	
	

	
	Export
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Grand

Total
	Domestic
	
	
	
	
	
	

	
	Export
	
	
	
	
	
	

	
	Total
	
	
	
	
	
	


* Subcontract Agreement between Domestic Co. and(X Co.) should be

   attached.
     (2) Provision of Test Equipment and Tool

	Item
	Use
	Unit
	Q'ty
	Condition
	Parties

Concerned
	Offset

Value
	Actual

Value
	EYC

	 Total
	
	
	
	
	
	
	
	


  * Submit the documentary evidence to prove the actual price
     (3) Overseas Training

	Course
	No. of

Instructor
	Period
	Location
	Training/

Material cost
	Round Trip

 Expense
	Perdium
	Total
	EYC

	
	
	
	
	
	
	
	
	


  * The breakdown of calculation of training/material cost

     (4) Technical Assistance

	Division
	No. of

Assistance
	Period
	Location
	Assistant     Fee
	Round Trip

 Expense
	Perdium
	Total
	EYC

	
	
	
	
	
	
	
	
	


* Domestic training must be included in technical assistance and breakdown of 
  calculation of assistant fee.

  C. Depot Maintenance Capability
(1) Technical Documents 
	Item
	Use
	Unit
	No. of

 Page
	Parties

Concerned
	Offset

Value
	Actual

Value
	EYC

	 Total
	
	
	
	
	
	
	


 * Submit the documentary evidence to prove the actual price

     (2) Overseas Training

	Course
	No. of

Instructor
	Period
	Location
	Training/

Material cost
	Round Trip

 Expense
	Perdium
	Total
	EYC

	
	
	
	
	
	
	
	
	


  * The breakdown of calculation of training/material cost

  D.  Overseas Maintenance

	Item
	Q'ty
	Country
	Local Co.
	 Domestic Value Added
	EYC

	
	
	
	
	
	


 * Submit the copy of agreement of Overseas maintenance.

  E. Others

7. Detailed Indirect Offset Implementation Plan

  A. Purchase of Korean Defense Industrial Products

	Item
	Quantity
	Amount
	End-User
	EYC

	Total
	
	
	
	


  B. Others

     Refer to the detailed direct offset implementing plan.             

Appendix 2-1
OFFSET CONTRACT

FOR LICENSE PRODUCTION, R&D

BETWEEN

DEFENSE PROCUREMENT AGENCY,

THE MINISTRY OF NATIONAL DEFENSE

REPUBLIC OF KOREA

AND

RELATED PROJECT         :                        

CONTRACT NUMBER        :                         

CONTRACTOR'S ADDRESS  :                        

PHONE NUMBER            :                         

FAX NUMBER               :                         
This Offset Contract with the attached offset proposal is made between the 
Defense Procurement Agency of the Ministry of National the Defense, Republic of 
Korea (hereinafter referred to as "DPA")  and (X Co.) (hereinafter referred to as "        
") related to the (X Project, DPA Contract No. :                 )

Representative of DPA               Representative of
MND, ROK                         (X, Co)
Signature                          Signature                          
Full Name                         Full Name                          
Title                                 Title                                  

Date                              Date                               
                      Ⅰ. OFFSET TERMS AND CONDITIONS

1. Definitions of Terms

   The definitions of terms which are used in this Offset Contract such as "Direct 

   Offset", "Indirect Offset" and "Eligible Party", etc. shall be in accordance

   with the definitions set forth in the "Korean Defense Offset Program 

   Guidelines December 1999 published by the DPA.

2. Eligible Party

   Eligible party that can execute the offset commitment is restricted to (X Co.)

   itself.

3. Proprietary Rights of to use Technology Transfer and Technical

  Data

   A.(X Co.) shall provide the Korean company and /or agency with the

     technology, know-how, technical assistance and technical training 

     necessary for the execution of the offset program. 

   B. All proprietary and other rights to use of the technology and technical 

     data, etc. transferred to the domestic company and/or agency 

     by(X Co.) shall belong to the government of the Republic of Korea.
   C. All transferred technology and technical data will be delivered in

     digitized medium such as floppy disk, CD-ROM, etc.

4. Supply of Raw Materials

   If Korean companies request, (X Co.)shall supply all raw materials

   and fittings required for the manufacture of the offset items.

   In this case, the offset value may be determined by mutual agreement

   of the parties. 

5. Quality Assurance, Proprietary Rights of the Test Equipment and 

  Special Tools, Etc.

   Any test equipment and special tools, etc. offered by(X Co.)under

   this Offset Contract shall be new and/or usable products suitable in all respects 

   of the end-user's purpose, and the proprietary right of those products 

   shall belong to the government of the Republic of Korea.

6. Transportation and Insurance Expenses

   The risk and expenses for transportation and insurance of the technology,
   facilities, equipment, special tools, etc. provided by (X Co.)in relation 
   to the execution of the Offset Contract and proposal must be borne by (X Co.) 
   until its deliver to the end-user in the Republic of Korea.

7. Obligation Regarding Succeeding Projects

   In the event (X project) has been selected as a new weapons system, 

   (X Co.) must propose at least the same percentage of offset commitments
   for future projects as agreed under this  project.

8. Performance Bond

   (X Co.) shall establish an offset performance bond in a definite sum    

   equivalent to ten (10) percent of the overall offset value within fifty     

   (50) days after the effective date of this Offset Contract. Such offset performance   

   bond shall be established with the DPA as the beneficiary in the form of an

   irrevocable stand-by L/C and shall be valid until ninety(90)days after the

   expiration date of offset performance period.
9. Items Included in the Main Contract

   Any items included in the main contract shall not be accepted as

   offset items.

10. Subcontract and Technical Assistance Agreement (TAA)

   In the event subcontract and/or TAA is required,(X Co.) shall prepare

   them within (    ) months from the effective date of this Offset Contract.
11. Advance Performance

   Any offset performance without the prior approval of the DPA is not allowed. 

   However, in the event there are compelling reasons to perform in advance,
   a prior written approval of the DPA must be obtained.

12. Amendment of Offset Contract.

   A.This Offset Contract may be amended according to the standard procedures

     and agreements of both parties.

   B.If the scope of the main contract is reduced or increased after

     acceptance of the Offset Contract, the offset commitment may be
     proportionally reduced or increased by mutual agreement.

     However, in the event the changes in the main contract amount are

     not related to changes in the quantity and /or item but are related to

     price adjustments by the foreign company, the agreed offset value

     shall not be changed.

13. Change of Offset Contract
   (X Co.)shall faithfully execute offset obligations according to the

   Guidelines and the Offset Contract with the attached Offset Proposal.
   However, in the event compelling reasons arise which require a change in the 

   proposal during performance of the offset program,(X Co.) may change and/or 

   substitute products components, assembly parts, etc. assigned to the similar 
   classified categories in the proposal after prior approval from the DPA (2 months 
   before) so far as the overall value is not affected. In this case, the conditions with 
   regards to the increased obligation amount shall be determined by mutual 
   agreement.

14. Performance Report

    A. (X Co.) shall be responsible for faithful fulfillment of offset

       obligation and must submit a written report every three (3) months

       to the DPA indicating all offset achievements under the offset program. 

       (X Co.)must attach the Invoice, duplicates of the B/L and any other  

       related documents requested by the DPA to the performance report.

    B. The DPA shall only accept the irrevocable stand-by letter of credit,

       invoice and duplicates of B/L regarding the exported items which

       state "these items are exported under the offset program."

    C. (X Co.) shall submit to the DPA a detailed implementation plan

       for the following year by the end of November of each year. In this 

       case, it may be submitted with the quarterly implementation report  

       prior to the end of November.

15. Assignment

   (X Co.) shall not assign, transfer this Offset Contract, its right or obligations 

   to any third party without prior written consent of the DPA.  

16. Governing Law
 This agreement shall be governed by and interpreted and construed

 in accordance with the laws of the Republic of Korea.

17. Arbitration

A. All disputes, controversies, or differences which may arise 

between the parties, out of or in relation to or in connection 

with this Offset Contract, or for the breach thereof, shall be finally

     settled by arbitration in Seoul, Republic of Korea, in accordance

     with the Commercial Arbitration Rules of the Korean Commercial

     Arbitration Board.  The award rendered by the three arbitrators

     shall be final and binding upon parties concerned.

B. It is mutually agreed that the name “Defense Procurement Agency

of the Ministry of National Defense” used in any stage of the arbitration

      proceedings duly represents the Government of the Republic of Korea.

18. Unfulfilled Obligation

   If(X,Co.) does not achieve its offset commitments within the agreed period,

   the DPA will be entitled to confiscate from the offset performance bond

   (or the main contract performance bond) and amount equivalent to ten(10)

   percent of the unfulfilled portion of the offset commitment.

19. Effective Date

   This Offset Contract shall be valid as of the effective date of the main
   contract or the date of signature of this Offset Contract by both parties,
   whichever is last to occur.
20. Restriction

   The DPA may restrict(X Co.)if it engages in any of the followings: 

    A. Causing diplomatic problems and/or violating military security

       regulations.
    B. Negotiating offset program with domestic companies without the

       approval of the DPA.
    C. Not having submitted the Offset MOU, Subcontract and TAA, etc. within

       the agreed period of time without justified or compelling reasons.
    D. Companies which have caused a serious disorder in offset program.

21. Extension of offset guidelines

   The terms and conditions which are not stipulated in this Offset Contract 

   shall apply to the Korean Defense Offset Program Guidelines and the terms 
   and conditions of main contract.

22. Force Majeure

A. (X,Co) shall not be reponsible for any failure to perform the 

 offset commitment which may arise from acts of God, fire, explosions,

    strikes, lockouts, riots, civil commotions, mobilizations threat or existance

    of war, blockades, embargoes, requisition of vessels, epidemics, acts of 

    authorities concerned or from any other causes beyond the reasonable control 

    of the (X, Co).

B. (X, Co)shall notify the DPA of such failure or delay by teletransmission

    within seven(7)days from the date of actual occurrence of the force majeure 

    cause and shall subsequently airmail to the DPA a written certificate of 

    occurrence of the force majeure cause which is duly issued by such recognized 

    organization as Chamber of Commerce located in the country of exportation or

    shipment. The written certificates must indicate (ⅰ)that the failure or delay

    was due to a force majeure cause beyond the seller’s control, (ⅱ)that (X Co)

    could not reasonable be expected to have taken the force majeure cause and 

    its effects upon its ability to perform into account at the time of conclusion of

    this Offset Contract and (ⅲ)that (X Co.)could not reasonably have avoided or 

    overcome the force majeure cause or at least its effects.

C. If (X Co.) fails to prove the relief grounds as required in the preceding paragraph(B), the DPA will exercise the right to decide whether or not such

failure or delay admittedly resulted from a force majeure cause. Such decision of DPA shall be final without prejudice to the right of seller to refer the decision to arbitration as provided in Article 17 of this Offset Contract.

D. When such telegraphic notification and such written certificate as provided

 in the preceding paragraph of this Article have been delivered to the DPA and

 if the force majeure cause appears to be authentic, the latest date for offset 

 commitment may be extended until the operation of the force majeure cause

    has ceased. However, if the force majeure cause continues for more than 

    thirty(30)days from the latest date for offset commitment this Offset Contract

    or such part thereof as shall remain to be performed by (X Co.) may be 

    terminated at the option of the DPA.  Where the DPA has exercised the option

    to terminate, (X Co.) shall not make any claim for compensation against the DPA

    in respect of such termination.

23. English/Korean Version Offset Contract

   Two(2) copies of Offset Contract shall be prepared in both the English and 

   Korean languages.
Ⅱ. OFFSET  IMPLEMENTATION  CONTENTS(PROPOSAL) 

1. Total Offset Value & Percentage

A. The quantities of equipment in main contract : SETS

                                           Monetary Unit :
	Division
	Amount
	%

	(Estimated)Contract Amount
	(USD)
	

	Offset

Amount
	Total
	
	

	
	Direct
	
	

	
	Indirect
	
	


*Note : 1. Percentage : 2digit decimal point

       2. (USD :       ) Use the exchange ratio at negotiation period

2. Period of Offset Implementation   

  A. The period of main contract :         months (From      to      )

  B. The period of offset         :         months (From      to      )

     * Note : leave the column (From      to      ), the DPA will fill 

            it up after L/C opening.

3. Annual Increments of Offset Obligation

                                                        Monetary Unit :   

	Year
	Total
	1st
	2st
	-

	Direct
	
	
	
	

	Indirect
	
	
	
	

	Total
	
	
	
	


* This annual increments of offset obligation may be adjusted by 

concerned parties' circumstance within the offset Implementation

Period.

4. Offset Summary

	Division
	Contents
	Value

	Direct

Offset


	 Transfer of Technology/Design Technology/

 Production Technology
	

	
	 Manufacturing

   a. Buy-Back

   b. Domestic Demand
	

	
	 Depot Maintenance Capability

   a. Technical Documents

   b. Training Technical Assistance
	

	
	 Provision of Equipment and Tool
	

	
	 Overseas Maintenance Opportunities
	

	
	 Others
	

	
	Subtotal
	

	 Indirect

   Offset


	 Technology Transfer 
	

	
	 Manufacturing(KIP)
	

	
	 Purchase of Korean Defense products
	

	
	 Others
	

	
	Subtotal
	

	
	Grand Total
	


5. Analysis of Offset Requirements

	Division
	Category
	MND’s Offset Requirements
	Remarks

(The reason for no acceptance)

	
	
	Contents
	Acceptance(yes/no)
	

	
	
	
	
	


6. Detailed Direct Offset Implementation Plan(expectation)

  A. Technology Transfer

     (1) Title of Technology

     (2) Content of Technology

        (Describe in detail development background, R&D cost and 

         Comparison with other country's technology)

     (3) Effectiveness : (Describe the expected effect when transferred)

     (4) Condition   : (the conditions whether the technologies shall 

                    belong to R.O.K Government and other 

                    restrictive condition)

     (5) Period of Implementation :       months(From      to        )
     (6) Implementing Method

        (Describe in detail Provision of TDP, Training, Technical 

         Assistance, etc)

       a. Technical Documents.

                                               Monetary Unit :   

	Description
	Use
	Unit
	No. of

Page
	Parties

Concerned
	Offset

Value
	Actual

Value
	EYC

	Total
	
	
	
	
	
	
	


* Submit the documentary evidence to prove the actual price  

       b. Overseas Training

	Course
	No. of

Instructor
	Period
	Training/

Material Cost
	Round Trip

 Expense
	Perdium
	Total
	EYC

	
	
	
	
	
	
	
	


    *The breakdown of calculation of training/material cost 

       c. Technical Assistance
	Division
	No. of

Assistant
	Period
	Location
	Assistant     Fee
	Round 

Trip

Expense
	Perdium
	Total
	EYC

	Total
	
	
	
	
	
	
	
	


    *Domestic training must be included in technical assistance and  

     breakdown of calculation of assistant fee.

B. Production Plan for Parts
     (1) Manufacturing (Production Program)

	Work

Contents
	Domestic

Export
	Q'ty
	Man 

Hour
	Unit

Price
	Amount
	EYC
	Local

Co.

	
	Domestic
	
	
	
	
	
	

	
	Export
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Grand

Total
	Domestic
	
	
	
	
	
	

	
	Export
	
	
	
	
	
	

	
	Total
	
	
	
	
	
	


 * Subcontract Agreement between Domestic Co. and(X Co.) should be

   attached.
     (2) Provision of Test Equipment and Tool

	Item
	Use
	Unit
	Q'ty
	Condition
	Parties

Concerned
	Offset

Value
	Actual

Value
	EYC

	 Total
	
	
	
	
	
	
	
	


  * Submit the documentary evidence to prove the actual price
     (3) Overseas Training

	Course
	No. of

Instructor
	Period
	Location
	Training/

Material cost
	Round Trip

 Expense
	Perdium
	Total
	EYC

	
	
	
	
	
	
	
	
	


  * The breakdown of calculation of training/material cost

     (4) Technical Assistance

	Division
	No. of

Assistance
	Period
	Location
	Assistant     Fee
	Round Trip

 Expense
	Perdium
	Total
	EYC

	
	
	
	
	
	
	
	
	


 * Domestic training must be included in technical assistance and

  breakdown of calculation of assistant fee.

  C. Depot Maintenance Capability
(2) Technical Documents 
	Item
	Use
	Unit
	No. of

 Page
	Parties

Concerned
	Offset

Value
	Actual

Value
	EYC

	 Total
	
	
	
	
	
	
	


 * Submit the documentary evidence to prove the actual price

     (2) Overseas Training

	Course
	No. of

Instructor
	Period
	Location
	Training/

Material cost
	Round Trip

 Expense
	Perdium
	Total
	EYC

	
	
	
	
	
	
	
	
	


  * The breakdown of calculation of training/material cost

  D.  Overseas Maintenance

	Item
	Q'ty
	Country
	Local Co.
	 Domestic Value Added
	EYC

	
	
	
	
	
	


 * Submit the copy of agreement of Overseas maintenance.

  E. Others

7. Detailed Indirect Offset Implementation Plan

  A. Purchase of Korean Defense Industrial Products

	Item
	Quantity
	Amount
	End-User
	EYC

	Total
	
	
	
	


   B. Others

     Refer to the detailed direct offset implementing plan
Appendix 3
OFFSET MEMORANDUM OF UNDERSTANDING
FOR (X Project)
BETWEEN

HEREINAFTER REFERRED TO AS " X CO."

AND

HEREINAFTER REFERRED TO AS "AGENCIES/KIP."

1. (X Co.) has presented an estimated of the products and service  related to 

(hereinafter called ("Project") the Defense Procurement  Agency of Ministry of 

National Defense, the Republic of Korea, (hereinafter called "DPA")

2. If the contract for the above mentioned project  is awarded to (X Co.)

  the company shall make preparations to undertake the offset program.

3. (Domestic Participating Agencies/Company) must be officially selected

  by the DPA as a participating (Agency/Company) for the offset    

  program. Both parties shall conclude an OffsetMOU for execution of offset 

  program.

4. Subject to approval of the DPA and additional agreement made by  

   both parties as to terms ＆ conditions, the offset program related to

   this Project shall be fulfilled as stated in the attachments.

5. This Offset MOU shall be effective subject to the approval of the Offset

  Contract proposal and details included in the attachments by the DPA.

6. The subcontract and TAA related to the offset program must be      

   concluded within the time specified in the Offset contract and one(1) copy 
   of such documents must be submitted to the DPA for its approval.

   furthermore, the subcontract and TAA may not contain any matters  

   in conflict with the Offset contract.. In the event discrepancies arise in the     

   interpretation of the articles in the future, the Offset Contract shall prevail.

Representative of (X. Co.)          Representative of (Agencies/KIP)

Signature                         Signature                     
Full Name                           Full Name                        
Title                              Title                          
Date                                Date                             
Chief of Offset Program Division, DPA

Signature                                     

Full Name                            
Date                                 

Appendix 4

	Application for the DPA Pass
	Photograph

	① Period of Visit
	 

	② Purpose of Visit
	 

	③ Address
	
	

	④ Name of Visitor
	
	 ⑤ Date of

    Birth
	
	 Male,

 Female

	⑥ Name of Company
	
	Job Title
	

	⑦ Nationality
	

	⑧ Number of Family
	

	⑨ Religion
	

	⑩ Latest School

   Attended
	

	⑪ Information to be released to the visitor.


   * NOTE : Column ⑪ will be filled up by the DPA
Appendix 5
Report of Offset Implementation Result 
(Contract No.           )


Date, Month, Year
                    Company Name :                         
                    Address        :                         

(X Project) Offset Implementation Report
(Implementation Period:       )
 1. Summary of Offset implementatin              Monetary Unit:
	Division
	contents
	Parties

Concerned 
	Objective

Value
	Performance Status
	Balance
	Remark

	
	
	
	
	Fulfilled

Value
	Requested

Value
	Approved

Value
	Total
	
	

	Direct
	
	
	
	
	
	
	
	
	

	
	Sub Total
	
	
	
	
	
	
	
	

	Indirect
	
	
	
	
	
	
	
	
	

	
	Sub total
	
	
	
	
	
	
	
	

	Total
	
	
	
	
	
	
	
	


  *Remarks :  1. Monetary Unit : use main contract monetary unit

              2. Parties concerned ; KIP/Agencies 

2. Technical Transfer
A. Technical Documents
	 Description
	Use
	Unit
	No. of

 Page
	Parties

Concerned
	Offset

Value
	EYC

	
	
	
	
	
	
	


 * Detailed documents list ＆ B/L are needed to be attached

  B. Overseas Training 

	Course
	Concerned parties/

Name of student
	Period
	Location
	Offset value

	
	
	
	
	


C. Technical Assistance
	Division
	Name of

Instructor
	Period
	  Location
	    Offset Value

	Total
	
	
	
	


3. Manufacturing Parts
  A. In case the products are delivered directly to end-user

	Date 
	Item
	Quantity
	Delivered Place
	Amount
	Remark

	
	
	
	
	
	


 * Certificate of foreign currency receipt should be attached.
  B. In case the products are exported to foreign country

	Date 
	Item
	L/C No.
	B/L No.
	Invoice No.
	Amount

	
	
	
	
	
	


  C. Overseas Training 

	Course
	Concerned 

parties/Name of Student
	Period
	Location
	Offset  Value

	
	
	
	
	


  D. Technical Assistance

	Course
	Name of

Instructor
	Period
	   Location
	    Offset Value

	Total
	
	
	
	


4. Provision of Capability for Depot Maintenance

A. Technical Documents
	 Description
	Use
	Unit
	No. of

 Page
	Parties

Concerned
	Offset

Value
	Deliverly

Date

	
	
	
	
	
	
	


   * Detailed documents list ＆ B/L are needed to be attached. 

B. Overseas Training 
	Course
	Concerned parties/ Name of Student
	Period
	Location
	Offset Value

	
	
	
	
	


C. Technical Assistance
	 Course
	Name of

Instructor
	Period
	   Location
	    Offset Value

	Total
	
	
	
	


D. Test Equipment/Tools
	 Item
	Use
	Unit
	Quantity
	Condition
	Parties

Concerned
	Offset

Value
	Acceptance

Date

	
	
	
	
	
	
	
	


5. Overseas Maintenance
	Date 
	Item
	Quantity
	Amount
	Ordering

Agency
	Remark

	
	
	
	
	
	


 * Subcontract document should be attached.

6. Purchase of Korean Defense Industrial Products

	Date 
	Item
	Quantity
	Amount
	E/L No.
	Remark

	
	
	
	
	
	


Appendix 6 

Certificate of Offset Implementation Result

  (Codntract No.:           )
Implementation period                                  Monetary Unit:

	Division
	contents
	Parties

Concerned 
	Objective

Value
	Performance Status
	Balance
	Remark

	
	
	
	
	Fulfilled

Value
	Requested

Value
	Approved

Value
	Total
	
	

	Direct
	
	
	
	
	
	
	
	
	

	
	Sub Total
	
	
	
	
	
	
	
	

	Indirect
	
	
	
	
	
	
	
	
	

	
	Sub total
	
	
	
	
	
	
	
	

	Total
	
	
	
	
	
	
	
	


(offset value x weighted value ÷ weighted performance period)
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x 100





The weighted performance period =











  D.M.C – T.F.C.E





  T.A.C - T.F.C.E








X 100





       D.M.C





X 100





T.A.C.
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